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11 December 2002

Interim Results for the six months to 30 September 2002

SOLID PERFORMANCE FROM SEVERN TRENT WATER

LEADERSHIP POSITIONS IN WASTE AND ANALYTICAL SERVICES

Financial and operating highlights

Group

Profit after interest, before goodwill amortisation, exceptional items and tax up
1.2% to £131.8m (£130.2m), but boosted by rephasing

Turnover up 1.0% to £906.0m (£896.7m)

PBITA before exceptional items down 0.3% to £210.0m (£210.6m)

Adjusted EPS down 6.2% to 30.3p (32.3p)

Half year dividend 17.34p (17.34p)

Dividend policy enhanced

First half reduction in net debt of £32m

Net debt £2,380m (£2,329m); interest costs lower

Severn Trent Water

Turnover up 2.2% to £456.8m (£447.0m)

PBIT up 1.3% to £171.4m (£169.2m) ‘

Continued Opex and Capex outperformance, though cost pressures continuing
New eco-tariffs and billing changes have "brought forward" £4m of turnover and
profit from the second half to the first half - no impact on full year profits

£169m invested; AMP3 regulatory outputs on track

Biffa

Turnover up 2.1% to £257.6m (£252.4m)

PBITA down 3.6% to £34.4m (£35.7m), but no profit contribution from foot-and-
mouth in 2002/03

Solid performance in difficult UK market conditions; well positioned to capitalise
on market developments

Biffa is UK’s largest supplier of integrated waste management services

Services

Turnover up 0.8% to £190.7m (£189.1m)

PBITA before exceptional items down 13.3% to £15.7m (£18.1m) given the
continuing weak economic environment

Exceptional charge of £41.4m for impairment

Analytical services performed well with organic PBITA growth of approximately
5%,; cost reductions implemented in water purification and operating services
Market leader in analytical services in US and UK



David Arculus, Chairman, Severn Trent Plc, said:

"The Board considers that the Group's overall performance for the first half yéér is
broadly consistent with market expectations for the Group's 2002/03 full year profit
after interest but before goodwill amortisation, exceptional items and tax.".

"From the year 1999/2000 the Board established a base full year dividend of 45.0p.
The Board has now decided to enhance its dividend policy to the effect that it is the
Board's intention that for the period up to 31 March 2005, barring unforeseen
circumstances, full year dividends per share would be a minimum of 45.9p (this being
the full year dividend for 2001/02)."

"The Boatd has declared a half year dividend of 17.34p per share.”
Robert Walker, Group Chief Executive, Severn Trent Plc, said:

"I am pleased to report satisfactory performance overall across the Group, with profit
after interest but before goodwill amortlsatlon exceptional items and tax ahead by
1.2% compared to the first half of last year.”

"Our three principal businesses have all done well given difficult market conditions.
Severn Trent Water has once again out-performed its regulatory targets, although this
was offset by ongoing cost pressures. Biffa in the UK, and Severn Trent Laboratories
in both the US and the UK, have consolidated their leadership positions and
competitively are in robust shape."

"The initial stages of the next water pricing review are now underway and are starting
in a more constructive and positive atmosphere than previously. It is important that
the process is managed in an open and transparent manner, that all parties recognise
the need to maintain the quality of the water and sewerage infrastructure and that the
industry can provide an adequate return to investors."

"Severn Trent Water is expected to continue to outperform its regulatory targets for
gross operating cost efficiencies, but offsetting cost pressures will also continue.
While the markets for Biffa and Services are expected to remain difficult into the
second half of the financial year, the strength of their market positions in waste in the
UK and analytical services in both the US and the UK should provide platforms for
future growth when the economic climate improves."

Enquiries:

Robert Walker Severn Trent Plc 020 7404 5959 (on the day)
Group Chief Executive 0121 722 4775

Alan Perelman Severn Trent Plc 020 7404 5959 (on the day)
Group Finance Director 0121 722 4176

Peter Gavan Severn Trent Plc 020 7404 5959 (on the day)

Director of Corporate Affairs 0121 722 4310



Julian Wais
Head of Inv{estor Relations

Simon Holberton
or Mike Smith
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Severn Trent Plc - - 0207404 5959 (on the day)

0121 722 4295

Brunswick Group Ltd- : 020 7404 5959
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Chairman’s statement

Overall, the Group s performance has been satisfactory. Whlle boosted by the
rephasing of turnover and profit in Severn Trent Water, the Group's profit after
interest but before goodwill amortisation, exceptional items and tax increased by
1.2% to £131.8m. Severn Trent Water has continued to outperform its regulatory
targets for gross operating cost efficiencies although there have been offsetting cost
pressures. Severn Trent Water's profit before interest and tax at £171.4m was 1.3%
above the prior half year; this:is a commendable performance in a half year where
prices have been broadly unchanged. Biffa has delivered a solid performance,
however its results reflect a weaker UK waste market and the absence of any profit
from foot-and-mouth in 2002/03. Although Services has continued tc be impacted by
the difficult economic environment, analytical services performed well with organic
PBITA growth of approximately 5%.: There is an exceptional charge of-£41.4m in the
half year, representing a write down for impairment in the net book value of some -
businesses within Services.

The Group's strategy continues to be to increase shareholder value by establishing
Severn Trent as the UK's leading integrated environmental services business.
Management aims to build on the Group's leadership.positions of Biffa in the UK:
waste market and of analytical services in both the US and the UK, w1th Severn Trent
Water continuing to outperform.is regulatory targets. , . .. . S

Sevem Trent is committed to achieving exacting envrronrnerrtal standards within its
operations. .This is both a pre-requisite for establishing the Group's credentials as a_
leading supplier of environmental services and a driver of shareholder value.

For the second year running Severn Trent was named as the leading utility in the Dow
Jones Sustainability Index which rates companies' social and environmental activity
alongside their economic performance.,.,

Group Results

Group turnover was £906.0m, an increase of 1.0%. Turnover from W‘ateriand o
sewerage increased by £9.8m to £456.8m, while in the non-regulated businesses ..
turnover mcreased by £4 5m to £493.6m. T T ST I T R T
Group proﬁt before goodw111 amortlsatlon, interest, exceptional items and tax was
down by 0.3% to £210 Om

The contrrbutron to the Group from the norrlreguiated 'busmesses was 51 9% (52 2%)
of . turnover and 22. 4% (22 3%)of proﬁt before goodw111 amortlsatlon mterest
exceptional items and WX e e L e e

Pos e 3. (
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After interest charges of £78. 2m (£80 4m), Group proﬁt before goodw111 amortlsatlon '
exceptronal dtems andrtax was £]131.8m, an mcrease of 1 2% S D

,.-, ¢ .'. \':.»" "

Goodw1ll amortlsatlon was £13.3m (£12 4m) Group pro'ﬁt after goodw1ll - , lf |
amortisation and interest but before exceptional items and tax was £118.5m
(£117.8m).



There was an exceptional charge of £41.4m, representing a write down for
impairment in the net book value of businesses within Services (previous half year net
exceptional charge of £13.5m). The charge for impairment has no impact on cash
flows. The charge for current tax was £14.2m (£7.1m), an effective rate of 12.0%
(6.0%) on profit after goodwill amortisation and interest but before exceptional items
and tax ‘The deferred tax charge was £28 8m- (£34 1m)

Basic earnings per share were 9 8p (18.4p). AdJusted basrc earnmgs per share (before
exceptlonal 1tems and deferred tax) were 30.3p (32 3p) o
In the half year -net: debt ‘was reduced by £32m Net debt at’ 30 September 2002 was . .
£2,380 m (£2,329m)." Gearing, reflecting the provrs1on for.deferred tax, was 106%. -
The Group's net interest charge was covered 4.5 times-(4:4 times) by profit- before '
depreciation, goodwill amortisation, interest, tax and exceptronal items. ‘

DlVldend

From the year 1999/2000 the Board estabhshed a base full year d1v1dend of 45 Op
The Board has decrded to enhance its dividend policy to the effect that it is the -
Board's intention'that for the period up to 31 March 2005, barring unforeseen

circumstances, full year dividends per share Would be:a minimum of 45.9p (thls berng'
the full year d1v1dend for 2001/02) \

e iy \ : . P

The Board has declared a half year d1v1dend of 17 34p per share (17 34p) to be pard 2
on 7 April 2003. -

Operatlonal Review = ' T

In this Operational Review, PBITA is proﬁt before goodwrll amortisation, interest,"
exceptional items and tax and sales margins are based on PBITA.

Water and sewerage .
Turnover from water and sewerage increased by 2.2% to £456.8m. ‘Profit béfore -
interest and tax was up by 1.3% to £171.4m. This'is'a commenddble performancein a
half year where prices were broadly ﬂat glven the low RPI (O 9%) and the "K" of
minus one percent. N o L

Y

The introduction this year of new eco-tariffs combined with billing changes, has
resulted in approxrmately £4m of Sevetn® Trent Watér's tirnover and proﬁt béing *
"brought forward" from the second half'td the fitst half. The'structure of thé new- co-’
tariffs result in large industrial and commercial customers being charged ‘hrgher Cesl
amounts for summer consumption but compensatrng lower charges apply in w1nter
Thus; the impact of these changes shouId revetse in the sdecond Half 4nd hence not -
affect turnover or profit for the fuill year. These changes Have unduly flattered the e
comparison of turnover and proﬁt for the first half of 2002/03 with the first half of
2001/02. Chomgr ey e CHIOLCE LT L T e e e
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Direct operating costs (excluding corporate management charges) of Severn Trent
Water were £171.3m, a reduction in real terms of £2.0m, or 1.2%. Excluding the
impact of inflation, gross operating cost.efficiencies in the first half of 2002/03
amounted to £8.4m, a reduction in operating costs of 4.9% compared to the previous
half year. However, these efficiencies were offset by cost. -pressures of £6.4m.

The programme for reducing costs in Sevem Trent Water has continued to make good
progress. Since the beginning of AMP3, gross operating cost efficiencies have
amounted to £55m, offset by cost pressures amounting to £42m. The £55m of gross
operating cost efficiencies is-£15m ahead of the OFWAT target. By the end of
AMP3, gross operating efficiencies are expected to amount to around £75m although
there-will be offsetting cost pressures. S - '

Severn Trent Water also continued to deliver efficiencies against the approximate £2 -
billion investment programme for the five-year period 2000/01: to 2004/05. For
completed capital schemes in-AMP3 to date, average capex efﬁcrencres of around 7%
have been achieved against the: OFWAT targets. In the half year, £] 69m was: - '
invested; the full year amount is expected to be approxrmately £420m. .The delivery
of the AMP3 regulatory outputs is on track. o P N

This year's mvestment programme mamly consists of a large number of small o
schemes and includes the completion of a programme to install cryptospondlum o
treatment at many water treatment works. The company has also started several . ,
schemes, for example in Stoke and Brrmmgham which will improve urban dratnage
and reduce water pollution. ... .. .. .
In light. of cost pressures an application has been made to OFWAT for an Interim .
Determination of K (an "IDOK"). Since the draft determmatlon which proposed not .
to increase pricing, was published in November, Severn Trent has continued to press
its case with OFWAT. OFWAT is expected to announce its final determination of the
IDOK apphcatlon shortly. ‘

The .processes leadmg to the AMP4 pncmg revrew have now commenced It is
important that these processes are conducted in an open and transparent manner,
recognise the need to maintain the quahty of the water and sewerage infrastructure _
and provide an adequate return to investors: Chmate chan ge makes the management '
of water resources a key toplc for AMP4. The water and sewerage systems need
further-significant investment to cope with the mcreased variability in both supply and
demand that are expected to OCCUT: ..t i+ a0

OFWAT has recently published its initial consultative framework document on
AMP4. ; Sevemn Trent welcomes the confirmation in this document that the notice. |
periad for its llcence bas now. been extended to 25. years G e

N

at S S TH RS NI T i ‘ . in A c o
Severn Trent Uttltty Serv1ces has been awarded preferred bidder status to fonn a Jomt
venture with Solihull Metropohtan Borough Councﬂ as.a Vehrcle for the dehvery of
various council services. e e i by e s e : : :
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Waste management

Waste management’s turnover increased by 2.1%to £257.6m. However, PBITA
reduced by 3.6% to £34.4m, reflecting the absence of any profit from foot-and-mouth
in 2002/03. Biffa continues to deliver good overall sales-margins of 13.4% (14.1%),
reflecting the synergies that have been secured from the successful acquisition and
1ntegrat10n of UK Waste ' : : - S

Biffa has delivered a solid performar'rce in difficult market ‘conditions: The UK waste "
market has been impacted by the economic environmient, particularly in the -
industrial/commercial sector which is the largest segment of the waste market.: This -
impact is felt across all of Biffa's UK divisions. Biffa’s activities in the other market -
segments of municipal pre—treatment and electricity generation have performed well.
Biffa is the largest suppher of integrated waste' management services in the UK [ts
position‘as an 1ntegrated supplier — with collectlon landfill-and special waste
capabilities < offers a-competitive advantage in terms of helping- SRR
industrial/commercial customers meet théir legislative targets and helping mumc]pal x
authorities with the implications of the Government’s waste strategy. ' As part of this -
strategy, Biffa is expanding its pre-treatment capabilities within the collection
d1v151on to be able to pre sort and segregate mdustnal and commerc1a1 waste streams
In addition, Biffa is targetrng an increasing number of tenders for integrated
municipal waste services, as local authorities seek to meet the demands placed uporn-
them by the introduction of the Landfill Drrectrve In this context; Biffa's expentence
and demonstrated success on the Isle of W1ght has proved valuable. Biffa has
recently been chosen as the preferred bidder for the Leicester City Council contract
Thrs 1s a twenty five year contract Wthh is expe(‘ted to commence m 2004

Turnover for Biffa in the UK increased by 0. 4% to £231.5m.

Collection turnover in the UK increased to £134 9m (£132.4m). Although there has
been some reduction in industrial/commercial volumes municipal contracts afid pre- "
treatment act1v1t1es have performed well. Industrlal/commercral volumes within -
colléction were down by around 3% while sales margins fell slightly from 16 8% to--
16. 5% The collectlon d1v1sron contrrbuted a PBITA of .£22 3m (£22 3m) '

. Ll "” e YOI ".v o ) 0 )\ Cr gy

)

During 'the first half, coliection 1mp1emented a‘major IT proj ect whlch uses mobﬂe
phone and web technology to both improve fleet efficiency and deliver enhanced
customer servrce
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Landfill turnover'in the UK f&ll by 5.3% to £744m. Landfill volurhes I'edUC\,d b'y
around 7%, with lower industrial/cémmercial volumes beirig‘a‘significant: contributor:
to this reduction. Excluding closed sites, landﬁll volumes were down by
approx1mate1y 3% ’Average unit reveéres: (excludmg the’ 1mpact of foot and- mouth) «
were up by around 2%. PBITA from the landfill division was £15: Om (£17 lm)

Sales margins of 20.2% were down on last year (21.8%). AR T

Biffa has been successful in obtaining planning consents for approximately 8m cubic
metres of void space on four existing landfill sites. In addition, Biffa opened a new



landfill site at Skelton Grange near Leeds (the first Biffa site under the new [PPC
regulat1ons) to replace Howley Park, which was closed. o

The spec1al waste d1v131on in the UK, which 1ncludes’the important power generation
activity, delivered a: 13.3% increase in turnover to £22.2m and contributed PBITA of
£2.4m (£3.0m). The sales margins have reduced to 10.8% (15.3%) reflecting the very
competitive state of the special waste market. In particular, this is a result of the cost
pressures in the manufacturing sector which is the main customer for special waste
services. Biffa currently has interests in approximately 77MW of electricity :
generat10n in the UK (mcludrng from Blffa sites leased to third parties). .

Special waste has developed arange of treatment solutions for hazardous waste
streams, and is seeking to expand these ahead of the 2004 deadline requiring
hazardous waste streams to be pre-treated before final disposal in a landfill site. .

In Belgium, turnover increased by 19.7% to £26.1m. The improving trends noted in
the second half of 2001/02 have continued into the current year. Biffa Belgium -
mcreased 1ts PBITA to £l 3m (£0 3m)
Servmes
Services' turnover increased by 0.8% to £190.7m. PBITA fell by 13:3% to £15.7m.
In addition, there was an exceptional charge of £41.4m; representing a write down for
impairment in the net book value of water purification and operating services- -
(principally in pipeline services). The charge for impairment has no impact on cash
flows. Excluding the impact of exchange rates, services turnover increased by 5.1% . .
and PBITA fell by 11. 6%
The USA is both the d1v1s10n S base and 1ts largest market some 83% of services'”
turnover arose in the USA. Overall, services' PBITA in 2002/03 continued to be
adversely affected by the contmumg weak eccnomic environment. SRS
Aﬁer ehmmatmg the share of assoc1ated undertakmgs proﬁt where the .
corresponding turnover is not consolidated into services' results, the sales margin
reduced to 5.7% (7.3%).
Analytical services, the largest business, performed well, with turnover increasing by
3.7% to £88.6m; turnover in the USA grew by 4.6% excluding the impact of . - '
exchange rates. The business has responded well to a challenging market, seeking -
new areas to counter softness in traditional sectors and representation in new
geographrc territories. In addition, new areas of work have been secured at higher -
margins. The business has delivered organic PBITA growth of approxrmately 5%.
Analytical services is. the market leader in.bath. the USA and the UK. .
i S fae

Water pur1ﬁca,tron S, tumover decreased by 9 2% to £39 3m ‘and 1ts PBITA , )

performance reflected its difficult market place., ‘The water punﬁcatton busmess 1s a .
market leader in.the USA in djsinfection services. where the market has been, ., :
relatively better than in filtration. In the half year,, dlsmfectron turnover ansmg in the -
USA was up by approximately 10% (measured in US$)



Turnover in operating services increased by 4.0% to £62.8m. Performance was
mixed, with contract operations proving, as would be expected, to be more resilient to
the economic conditions than pipeline services. Contract operations delivered organic
turnover growth of around 9%. Operating services also includes the results of Severn
Trent Water International and Aquafin, an associated undertaking in Belgium, which
provides sewerage services for Flanders. Associated undertakings contributed £4.8m
(£4.3m) of PBITA to the results of operating services. . :

Although market conditions have been difficult, the overall performance of water .- -
purification and pipeline services has not been satisfactory.: Cost reductions have .
been implemented but it is important that further 1mprovements are made The aim
must be to dehver value for Sevem Trent shareholders g

i
et

SyStemsm' Pt T T

Total turnover for systems reduced to £28:5m (£31 6m) The systems busmess
generated PBITA .of £0.5m (loss of £5.0m). L B
As previously described, Severn Trent Systems has experienced problems with some
CIS-Open Vision contracts in the USA, with implementation taking longer than. ..« .-
anticipated and involving extra resources and much higher costs. £25.0m was
recognised: as an exceptional charge in the full year 2001702 to cover the anticipated . : -
total costs of completing these loss-making contracts. Significant progress has been .-
made in resolvmg these problems but dlscusswns are contmumg P
Property, .Engineering Consultancy and Insurance - < ! -
Total turnover from these businesses in the year was £l6 8m (£16 Om) generatlng a
loss before 1nterest and tax of £1 lm (loss of £0.1m). . Lo

RIS RS T T O VR ORI S B
Severn Trent Property's two largest developments are the Daventry International Rail .
Freight Terminal and the Thorpe Park business park near Leeds. Charles Haswell &
Partners is an engineering design consultancy. Derwent Insurance, based in . A
Guernsey, provides insurance cover to Severn. Trent Group companies.: ;. im0

Supplementary Informatlon
Pt 1O I T T S, e RO I IR PRI R e Tl

For supplementary information, mcludmg the Group s presentatlon to analysts see the
Severn Trent web site at www. severntrent com ‘
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Severn Trent Water is expected to continue to outperform its regulatory targets:for -
gross operating cost efficiencies, but offsettmg cost pressures will also continue.

While the markets for Biffa arid Services‘are expected to rémain- difficult into the -
second half of the'financial year, the stréngth’ of their *narket posit ions in waste in'the .
UK and analytical services in both’ the US 'and the UK should pr0v1de platforms for
future growth when the economic climate improves.. e b 0t ‘
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The Board considers that the Group's overall performance for the first half year is
broadly consistent with market expectations for the Group's 2002/03 full year profit
after interest but before goodwill amortisation, exceptional items and tax.

. )
]
David Arculus
. ‘
Chairman
. .
o e
I €
i { i’ D R
“© Foa - )
\"
‘0
7 .
’,
g . .
' )
N '
4 B 1
‘ ' L
T )
v - )
' ’ L i
o
., ‘
. )
;
! i
v
i Pl
; . o
) ,.
g ¢ ¥
1 ! fas
; : o .
5 . ~ . _ n 1 ':!
' b P H
i 7
- H Y v
o .
{ 3 "l( i
Pl L ' :
Y b
ATEHANN P RO A TS AN N T S ILL TS O BTy oty
. o ¢ 1y IEARTERT I IS TS OIDR: .
;

TN P T Lo R ey sl g
. 4 il i KRR R IR AR T ' ,“4'.)‘},“"‘.!‘1 '. -~ TLoG [PEE PR UL P N L7



Group profit and loss account o
Six months ended 30 September 2002 .

* Unaudited

+ Unaudited Audited
6 months to 6 months to  Year ended
30 Sept 2002 30 Sept 2001 31 Mar 2002
Notes £m £m £m
Turnover: group and share of joint _
ventures 908.1 899.1 1,799.1
Less: share of joint ventures' turnover (2.1) (2.4 (4.8)
Turnover 2 906.0 896.7 1,794.3
Operating costs before goodwill
amortisation and exceptional costs (701.1) (690.9) (1,385.4)
Goodwill amortisation (13.3) (12.4) (26.5)
Exceptional impairment of fixed assets 3 41.4) - -
Exceptional contract costs 3 - (21.5) (25.0)
Total operating costs (755.8) (724.8) (1,436.9)
Operating profit 150.2 171.9 3574
Share of operating profit of joint ventures
and associates 5.1 4.8 9.9
Exceptional profit on disposal of business 3 - 8.0 8.0
Profit before interest, goodwill
amortisation and exceptional items 2 210.0 210.6 418.8
Goodwill amortisation 2 (13.3) (12.4) (26.5)
Profit before interest and exceptional items 2 196.7 198.2 3923
Exceptional costs 2 41.4) (21.5) (25.0)
Exceptional profits 2 - 8.0 8.0
Profit before interest 2 155.3 184.7 3753
Net interest payable (78.2) (80.4) (159.0)
Profit after interest before goodwill
amortisation and exceptional items 131.8 130.2 259.8
Goodwill amortisation (13.3) (12.4) (26.5)
Profit after interest before exceptional
items 118.5 117.8 2333
Exceptional items 2 (41.49) (13.5) (17.0)
Profit on ordinary activities before
taxation 771 104.3 216.3
Taxation on profit on ordinary activities
- current tax 4 (14.2) (7.1) (16.1)
- deferred tax 4 (28.8) (34.1) (42.3)
Total taxation 4 (43.0) (41.2) (58.4)
Profit on ordinary activities after
taxation 34.1 63.1 157.9
Equity minority interests 0.3) (0.1) (0.6)
Profit for the financial period 338 63.0 157.3
Dividends 6 (59.6) (59.5) (157.6)
Retained (loss)/profit (25.8) 3.5 (0.3)
Earnings per share (pence)
Basic 5 9.8 18.4 45.9
Diluted 5 9.8 18.3 45.7
Adjusted basic before exceptional items
and deferred tax 5 30.3 323 63.2
Adjusted diluted before exceptional items
and deferred tax 5 30.2 321 62.9

There is no difference between the profit on ordinary activities before taxation and the retained
profitloss for the financial periods stated above, and their historical cost equivalent. All items dealt
with in arriving at operating profit relate to continuing activities.




Group balance sheet

At 30 September 2002
t -iUnaudited Unaudited Audited
30 Sept 2002 30 Sept 2001 31 Mar 2002
- fm £m £m
Fixed assets
Intangible assets - goodwill 416.7 450.8 474.8
Tangible assets . : 4,918.3 4,815.7. . 4,891.8
Investments in joint ventures: T L
Share of gross assets 4.5 7.1 - 6.0
Share of gross liabilities 3.7 64 (4.6)
- Loans to joint ventures 4.2 .
A 5.0 44 ... ... 61
Investments in associates o 171 17.8 . 173
Other investments 5.6 37 T 5T
Total Investments 27.7 L2590 29.1
' 5,362.7 52924 5,395.7
Current assets T
Stocks - 101.9 97.3 97.2
.- Debtors o 4204 427.0 3905
:Short-term deposits - - 42.2 737 Lot 01941
Cash at bank and in hand 36.7 13.1 28.9
N o 601.2 611.1 . . 5357.
“Creditors: amounts falling due e e
" within one year . (1,213.8): (1,106.5) (1,112.8)
Net current liabilities (612.6) (495.4) (577.1)°
Total assets less current liabilities 4,750.1 _4,797 0 4,818.6
Creditors: amounts falling due . ., o B o
after more than one year (1,995.4) (2,038.5) (2,042.8)
- Provisions for liabilities and . T R
charges (502.3) (466.3) "~  {480.4)’
Net assets 2,252.4 2,292.2 2,295.4
. Capital and reserves
Called upishare capital 224.4 ..1.224.0 o 2240
Share premium account 28.3 24.1 fe 2440
- Capital redemption reserve e 156.1 CUIS6L e 1561
* Profit and loss account - 1,841.8 - 1,886.7 ' 1,889.5"
‘Total equity shareholders' funds .- ; - 2,250.6 2,290.9 2,294.0.
 Minority shareholders'interest ~ + . -, L
(equity) 1.8 13 14
2,252.4 2,292.2 2,295.4




Group cash flow statement

Six months ended 30 September 2002

Unaudited Unaudited Audited
30 Sept 2002 30 Sept 2001 31 Mar 2002
, Notes £m £m £m £m £m £m
Net cash inflow from operating - - S _
activities 9 374.3 347.6 665.5
Dividends received from ’
associates and joint ventures 14 1.2 - 1.2
Returns on investments and PR S
servicing of finance (77.0) (707 (144.9)
Taxation (4.9) (6.8) 6.7
Capital expenditure and o o
financial investment - T - (204.3)--- (159.5) . (352.1)
Acquisitions and dispi)s‘als (9.8) 17.0 -
Equity dividends paid . : (59.4) (1 (58.2) st (154.)
Net cash inflow before use of - L e
liquid resources and financing 1203 70.6 o 8.9
Management of liquid resources =~ e (23.0) - =7.3- 0 T 7620
Financing - e
Increase/(decrease) i in debt 5.2 (107.1) ¢ (81.5):x.
Issue of shares 3.0 34 34 o)
s T y 8.2 (103.7) (78:1)
Increase/(decrease) in cash . 5.5 (25.8) . - (7.2)
Reconciliation of net cash flow - * Unaudited Unaudited Audited
to movement in net debt 30 Sept 2002 »:0 730 Sept: 2001 -+, . 31 Mar 2002
R ; ‘ Notes . .+ ' £m £m . £m
Increase/(decrease) mcash : T e T
(asabove) - : 5.5 - S (25.8) - - (1:2)
Cash flow from movement in net B T ST S
debt and financing (5.2) ©107.1 81.5
Cash flow from movement in W EEEI : L .
liquid resources 23.0 AT (. 3) : (62.0)
Change in net debt resulting from ‘ o
cash flows ‘ T 233 74.0 - 123
Net debt assumed with T - : S
acquisitions - et i (8.7)
Movement in rolled up interest on V- ‘ R TS i I PRIV
finance leases Dk R 0.8 74 oo 22
Currency translation dlfferences P 51 .03, r . (0.7)
Other non cash items .. . | . S 24 (0 5) (1.9)
Decrease/(increase) in net debt :31.6 - - 812 - (1.2)
Opening:net debt T (2,4117) < i""l(2,410.5) : (2 410.5)
Closing net debt +-111(2,329.3) (2,411.7)

3 (2,380.1)

Ay



Statement of total recognised gains and losses
Six months ended 30 September 2002

Unaudited

Audited

Unaudited
30 Sept 2002 30 Sept 2001 31 March 2002
, Co £m fm £m
Profit for the financial period
- group 27 62.0 155.7
- joint ventures 0.2 0.4 . 0.6
- associates 0.9 0.6 - 1.0
Total profitifor the financial period . 33.8 63.0 "157.3
Currency translation differences. ~(20.6) 9.0) (1.4)
Goodwill written off to reserves on pre Aprll : R
1998 acquisition (earn-out consideration) - - - (0.7)
-Goodwill charged to profit on dlsposal S o Dol
previously written off to reserves pre - S S -
April 1998 - 31 . 3.1
Total recognised gains and losses for A
the period = 132 57.1 1583 '~
Reconciliation of movements in shareholders' funds
Six months ended 30 September 2002
.. Unaudited Unaudited Audited
AR 30 Sept 2002 30 Sept 2001 . 31 Mar 2002
. . L £m fm £m
Profit for the financial period 33.8 63.0 157.3 °
Dividends (59.6) (59.5 ©  (157.6)
o o _ : S ‘(25.8) 3.5 ~-(0.3)
Other recognised gains and losses . - e R
relating to the period ' (20.6) (5.9) 1.0
Shares issued 3.0 34 - 34
Net (reduction 1n)/add1t10n to , : ‘ !
shareholders' funds , ' (43.4) 1.0 41
‘Opening shareholders' funds* .~~~ 22940 22899 22899
Closing shareholders' funds 2,250.6 2,290.9 2,294.0
Notes . L
1 - Basis of preparation - - -~ -] o

The unaudited interim results for the six months ended 30 September' 2002 have been;’
prepared on-the basis of accounting pohc1es consistent with those adopted for the year
ended 31 March 2002 ‘as set’out in the ﬁnancral statements of the group L
The comparatxve figures for the year ended 31 March 2002 and other ﬁnancral e
information contained therein do not constitute statutory accounts within the meaning.
of Sectiofi- 240-of the Companies Act 1985. Statutory accounts for the year ended 31 -
‘March’ 2002, incorporating an unqualified auditérs' repoit, have beéen filed with the -
Registrar of Companies.



2 Segmental analysis of turnover and profit before interest by geographical

origin and type of business

' United Kingdom Other-principally

Group
; USA and Europe
2002 2001 2002 2001 2002 2001
Six months ended 30 September £m £m £m ‘£m fm £fm
Group turnover . . L
Water and sewerage 456.8 4470 - B 456.8 447.0
Waste management  ~ 7 ’ 231.5 T 2306 2617 . "218 257.6 2524
Services B ' 25.9 20.8 164.8 = 1683 ©190.7 189.1
Systems S - 24.9 26.9 36 - 47 T285 - 316-
Property, Engineering consultancy [ ’ S b e
and Insurance 16.8 160 v, - - -16.8 16.0-
Inter segment trading (44.2) (39.4) 0.2) . (44.4) (39.4)
711.7 701.9 194.3 194.8 1 906.0 896.7
Group profit before interest, = =
goodwill amortisation and , Y
exceptional items . - C
Water and sewerage™ ~*c - 0 - - T 1714 1692 0 - e - 1714 - 169.2 -
Waste management 331 354 13 03 344 357
Services 13 0.1 14.4 18.0 15.7 18.1
Systems o - 08t 14 0.3) 64 . .. 05 . (5.0)
Property, Engineering consultancy ‘ o ' ' ' ' o
and Insurance (.1n ©on "o - T - BN { 50 IR (1N )
Unrealised profit on inter segment
trading ‘ R L3 L (1.0) - - a3 1.0)
Corporate overheads LTl 9.6) (6.3) - - (9.6) 6.3)
b iR T 1946 - ¢ 1987 15.4 11.9 210.0 210.6
Goodwill amortisation .. N -(86 - .80 ... @7 4.4 (13.3) (12.4)
. T AT N
Group profit before interest-and, ' c
exceptional items S o . L Lot
Water and sewerage P ;1714 169.2 - - 171.4 169.2
Waste management 24.9 217 . L2 03 ,  .261 28.0.
Services 0.9 02) “7 98- 136 - 107 7134
Systems ; .. 108 1.4 0.3) 64); - 0.5 - (5.0)
Property, Engmeenng consu]tancy and ‘
Insurance . . - .ﬁ'(l.l).. @Oy s - (1.1) - (0.1)
Unrealised profit on mter segment Sy L
trading . .13 (1.0) - - .(1.3) (1 .0)
Corporate overheads ~(9.6) (6.3) - - (9.6) " (6.3)
5 . L s b +..186.07 190.7 10.7 7.5 196.7 - 198.2:
Exceptional items : s
Exceptional impairment of ﬁxed
assets - Services @a.a - (38.3) - 41.4) , -
Exceptional contract costs - Systems - - - 21.5) - (21.5)
Profit on disposal of business
- Systems - - 8.0 - 8.0
3.1 - (38.3) (13.5) (414 (13.5)
Group profit before interest Crere T VR G
Water and sewerage oo - T 1714t 16912
Waste management:3’ . . a0t it jren n ot 1200 e 08 500 L0268 0 280
Services P e e . . (285 . 136 - (30.7).. 13.4,
Systems I PR 03) TR (19.9) 0.5 ¢ (18.5)
Property, Engineering consultancy
and Insurance - EETI TR Lan oo 0D
Unrealised profit on mtersegment o e : A o
trading.. -~ L. U L Lt b : s {13y - (1.0)
Corporate overheads. . ) .. (9.6) (6 3) L = - 96) . (63
‘ T s 1829 ] 1907 @76 (6.0) 0 1883 7 1847
S A0 N I N ST P N e T S e TR N



3 Exceptional Items

Exceptional costs in the half year to 30 September 2002 related to a £41.4m charge
for the impairment of fixed assets in Severn Trent Services; the impairment was
determined in accordance with FRS 11 "Impairment of fixed assets and goodwill".
The impairment restates the relevant assets to value in use using a pre-tax discount
rate of 10%. £37.8m of this impairment charge was a write down of goodwill, the
remaining £3.6m was:a write down of tangible fixed assets.

Exceptional items in the half year to 30 September 2001 were a net charge of £13.5m.
This represented a £21.5m exceptional charge in respect of CIS-Open Vision
contracts in the USA, offset by a £8.0m profit from the disposal of Stoner Associates.
The full year exceptional charge in respect of these CIS-Open Vision, contracts for the
year ended 31 March 2002 was £25.0m (£3.5m charged in the second six month
penod) T A

4 ' Taxation

Six months ended - Six months ended

30 Sept 2002 30 Sept 2001
&m0 fm
Current tax T
UK corporation tax at-30% ST 154 .18
UK corporation tax prior year =~ - T 309 Qe
Double tax relief o 0.4) ' T(03).
Overseas tax | . .
Share of tax charges of joint - T
ventures and associates 0.7 05
.. : _ 14.2 A
Deferred tax , ] 28.8 . L0341
G 43.0 412

5 Earnings per share

Bas1c earmngs per share is calculated by dividing the earnings attrlbutaole to ordmary
shareholders.by.the weighted average number of ordinary shares in issue during the
period, excludmg those held in the Severn Trent Employee Share Ownership Trust
which are treated as cancelled

For dlluted earnmgs per share the weighted average number of ordinary shares in
issue,is. adjusted to assume conversion of all potentially dilutive ordinary shares.

These ‘Tepresent share optlons granted to employees where the exercise pnce 1s less o
than the average market pnce of the company s shares durlng the perlod -

P

Supplementary, adjusted earnings per share ﬁgures are presented ‘These exclude: the
effects of deferred tax and exceptional items. The Directors con31der that the adJusted
ﬁgures provide a useful additional 1nd1cat1on of performance SR



Six months ended 30 September 2002

Weighted

average . Per
‘ number - - share

"~ Earnings - of shares amount

‘fm . . m pence

Basic earnings per share 338 . 3432 9.8

Effect of dilutive options - 1.4 -
Diluted earniligs per share 33.80 3446 . .. 98

Adjusted earnmgs per share

Basic earnings per share
Effectof: ' 7

338 "¢ 03432 0 198

Exceptional impairment of ‘
fixed assets 41.4 - 12.1
Exceptional profit on .
disposal of business - - -
Exceptional contract COsts - - -
Deferred tax ~ " 28.8 - 8.4
Adjusted basic earnings per -

share before exceptional 1tems o g o
and deferred tax 104.0 134320 - 303 ¢
Diluted earnings per share . ‘ 33.8 3446 0 0 98
Effect of: o SRR
Exceptional impairment of ‘ . I
fixed assets 41.4 SRS b | R
Exceptional profit on. | SO
disposal of business ‘ - - -
Exceptional contract costs . - - - -
Deferred tax - . 28.8 - 8.4
Adjusted diluted earnings per ‘ ‘

share before exceptional items : R “
and deferred tax _ 104 0 344 6 30.2

ity

piE

3

' ": f SIX months etided 30 September 2001

oo 'Weighted | e
average” - """P'er ’

Basic earnings per share o

Effect of dilutive options

Dlluted earn_mgs pershare

.:n.

Ad]usted earnmgs per share S

o ; number ~ share
/""" Farnings’ ‘" - of shares ‘. amount”’
. s i'a',)£'»l'1)l:f.‘ I I B S "m Crall pencei‘ i
TR 3028 ---"':‘18 4
[ TRV S A 117.'("‘. MR (01)“'
63.0 344.5 183

Basic earnings per share ~ =~

Effect of:
Exceptional impairment of
fixed assets

T30 3428 184



Exceptional profit on

disposal of business (8.0) - 2.3)
Exceptional contract costs 21.5 - 6.3
Deferred tax = . ‘ 341 - 9.9

Adjusted basic earnings per
share before exceptional items o o B
and deferred tax ) : 110.6 3428 - . 323

Diluted earnings per share Lo 63.0 3445 - 183
Effect of: : : o

Exceptional 1mpa1rment of ’ , :

fixed assets - e
Exceptional profit on L i
disposal of business. (8.0) Comoa 0 (2.3)

Exceptional contract costs - 215 - .62
Deferred tax g AT 34.1. - 9.9 -

Adjusted diluted earnings per
share before exceptional items ;- <.~

and deferred tax 1106 3445 321
6 . .Interim Dividend

The Board has declared an interim dividend of 17.34p per ordinary share (2001: . .
17.34p) to be paid on 7 April 2003 to shareholders on the register at 20 December .
2002. ‘The shares will be traded 'ex-dividend' with effect from 18 December 2002.

The cost of the interim d1v1dend amounts to £59. 6m (2001 £59. Sm)

7 . " Pensions

Given the significant fall in equity values, it is appropriate to provide an-update to the
position of the group's defined benefit pension schemes. On an FRS17 basis, as at 30
September 2002, the estimated overall net position of the group's defined benefit .
pension schemes is a deficit of approxrmately £220m, as.compared to a net, surplus of
approximately £30m as at 31 March 2002, (in both cases before amounts deemed
irrecoverable and deferred tax). As at 30 September 2002 the group's defined benefit :
pension schemes had total assets of approximately £760m of which around 68% was
1nvested in equltles Gt ult oS st s e e ,.,;_- AT s
SSAP24 ‘the apphcable standard fol Sevem Trent uses the results of the last forrnal
actuarial valuations, which were in surplus overall, to determine the pension charge i in
the group's accounts. The SSAP24 charge continues to be derived on. this basis until: -
the next formal actuarial valuation. Thus, notwithstanding the fall in equity values,
this pnnclple lnac been followed in determining the group's pension, charge for
2002/03.x IR N R TR TPt S LI TE ‘ '

For further information on the group 's pensrons and retlrement beneﬁts see the
group 's. Annual Report and Accounts i e , :




8 Analysis of net debt

30 Sept 2002 30 Sept 2001 31 March 2002

£m ' fm. ‘ fm .
Cash at bank and in hand 36.7 - 131 28.9
Short-term deposits . e 422 73.7 - 191
Overdrafts : (28 5) -(33.6) . (31.2)
Debt due within one year (502.9) (406.0) (443.6)
Debt due after one year (1,467.5) (1,524.7) - - .(1,521.3):
Finance leases due within P
one year 4.4) G4 @&
Finance leases due after . ‘ T
one year ' (455.7) (448.4) - . (458.9).. -
Netdebt . .- .. (2,380.1) (2 329 3) (2,411:7) -
9 Reconclllatlon of operating proﬁt to operatmg cash ﬂows
Slx months ended  Six months ended
30 Sept 2002 . .30 Sept 2001
£m £m
Operating profit = -~ - & -~ o 1502 0 1719
Depreciation charge - N e 1442 7 ©141.5 .
Amortisation of goodwill = - Dooso s 1830 o124
Exceptional impairment of fixed assets 41.4 -
Profit on sale of tangible fixed assets -~ F: . .- = L. @5 . 0 (1.6) 1Y
Deferred income received ‘ - 0.2
Deferred income written back (2.6) e (2.0)
Provisions for liabilities and charges 8.0 23 2
Utilisation of provisions for habllltles DR R T P o
and charges - - o e 4:;“31(16.3).-?‘..; (102)
Movement in working capital - © - < ue Ui 37,6 L - .' 122 -2

Net cash inflow from operating activities . == .o+ 3743 "+ .~ - i.347.67 -

10 - Imterim Statement® =~~~ 0.0 o D e e
e T T o T PV I DL A VPR ISP
The interim report and accounts were approved by the Board of Directors.on 10+
December 2002, Further copies of this interim statement may be obtained from the
Company Secretary, Severn‘Trent Plc; 2297 Coventry Road, Birmingham B26 3PU."
111“"'” ForWard-Eobkin“g Statemients -+~ 7t e o

P ety gt ....1" ey [
et e A AT I A FOURS BY F AN S

This documént contains certain “forwdrd-looking statements” Wlth respect to Sevem
Trent’s financial condition, results of operations and business, and certain of Severn '
Trent’s plans and ob]ectlves with respect to these 1tems

C WL e, BEE e A
Forward- lookmg statements are sometimes, but not alWays tdentified by their use of a
date in the future or such words as antlclpates” “aims”, “due”, “could”, “may”,
“should”, “expects”, “believes”, “intends”, “plans”, “targets”, “goal” or “estimates”.

By their very nature forward-looking statements are inherently unpredictable,



speculative and involve risk and uncertainty because they relate to events and depend
on circumstances that will occur in the future. :

There are a number of factors that could cause actual results and developments to
differ materially from those expressed or implied by these forward-looking
statements. These factors include, but are not limited to, changes in the markets in
which the Group operates; changes in the regulatory frameworks in which the Group
operates; the impact of legal or other proceedings against or which affect the Group,
and changes in interest and exchange rates.

All subsequent written or verbal forward-looking statements attributable to- Severn
Trent or any other member of the Group or persons acting on. their behalf are
expressly qualified in their entirety by the factors referred to above. Severn Trent
does not intend to update these forward-looking statements. -

Independent review report to Severn Trent Plc
Introduction

We have been instructed by the company to review the interim financial information -
which comprises the group profit and loss account, the group balance sheet, the group
‘cash flow statement, the statement of total recognised gains and losses and the related
notes. We have read the other information contained in the interim report and
considered whether it contains any apparent misstatements or material inconsistencies
with the financial information.

Directors' responsibilities

The interim report, including the financial information contained therein, is the
responsibility of, and has been approved by the directors. The directors are
responsible for preparing the interim report in accordance with the Listing Rules of
the Financial Services Authority which require that the accounting policies and
presentation applied to the interim figures should be consistent with those applied in
preparing the preceding annual accounts except where any changes, and the reasons
for them, are disclosed.

Review work performed

We conducted our review in accordance with guidance contained in Bulletin 1999/4
issued by the Auditing Practices Board for use in the United Kingdom. A review
consists principally of making enquiries of group management and applying analytical
procedures to the financial information and underlying financial data and, based
thereon, assessing whether the accounting policies and presentation have been
consistently applied unless otherwise disclosed. A review excludes audit procedures
such as tests of controls and verification of assets, liabilities and transactions. It is
substantially less in scope than an audit performed in accordance with United
Kingdom Auditing Standards and therefore provides a lower level of assurance than
an audit. Accordingly we do not express an audit opinion on the financial
information. The report has been prepared for and only for the company for the
purpose of the Listing Rules of the Financial Services Authority and for no other



purpose. We do not, in producing this report, accept or assume responsibility for any
other purpose or to any other person to whom this report is shown or in to whose
hands it may come save where expressly agreed by our prior consent in writing.

Review conclusion S

On the basis of our review we are not aware of'any material modifications that should
be made to the financial information as presented for the six months ended 30
September 2002. T

PricewaterhouseCoopers '
Chartered Accountants - ' R A
Birmingham- ERE AR Lo e
10 December 2002 ‘ f Ll L
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